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According to a recent report by the state-run power company (Empresa Brasileira de EletricidadeELETROBRAS), construction of the Xingo hydroelectric dam cost US$1.5 billion more than original
projections. In 1986, project costs were set at US$1.8 billion. By the time construction was completed
in 1991, expenditures totaled US$3.3 billion. Construction was paralyzed for years until President
Fernando Collor de Mello took action to finish the dam. Daily newspaper O Estado de Sao Paulo
reported that Xingo is the Collor administration's only major construction project. The huge cost
overrun was apparently the outcome of the president's authorizing Paulo Cesar Farias to serve as
intermediary between the government and contractors. Farias has been the target of congressional
investigations for influence peddling and other corruption charges over the past several months.
(See LADB's publication NotiSur - South American & Caribbean Political Affairs for coverage of the
investigations focused on Farias and President Collor de Mello.) Investigators recently discovered
computerized data on the Xingo construction project at the offices of one of Farias' companies.
In order to exercise control over payments to contractors and suppliers, Farias demanded that
friends and associates occupy managerial posts in ELETROBRAS and the Xingo power company.
Rosane Collor, the president's spouse, held one of these posts. Overpayment for goods and services
supplied in Xingo construction benefited eight Brazilian companies three contractors and five
transport firms. One of the companies was owned by Rosane Collor's older brother. Costs were
artificially inflated in a contract signed by project directors. The contract contained elaborate
descriptions of non-existent risks, overpricing of imported equipment, and required advance
payment to contractors and other suppliers reportedly to compensate for price inflation. The
ELETROBRAS report stated that the pre-payments were not based on any official projections of
inflation available at the time. ELETROBRAS also indicated that contractors involved in Xingo
construction were among the privileged few companies nationwide exempt from the president's
March 1991 austerity program. The latter imposed price freezes on a vast range of goods and
services. ELETROBRAS personnel reported irregularities in the Xingo project on three different
occasions, but the reports were never investigated. [Sources: O Estado de Sao Paulo (Brazil), Spanish
news service EFE, 09/13/92]
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